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SUBJECT: POEHL ON INTERNATIONAL MONETARY MATTERS 

1. DURING ONE OF OUR PERIODIC TOURS D'HORIZON ON 
JULY 3, FINANCE MINISTRY STATE SECRETARY POEHL TOLD 
ME THAT HE WAS RELATIVELY RELAXED AND OPTIMISTIC 
REGARDING INTERNATIONAL MONETARY MATTERS. HE FELT 
THAT AT LEAST IN THE SHORT RUN THE FINANCING OF 
FOREIGN EXCHANGE DEFICITS SHOULD NOT PROVE TO BE A 
MAJOR PROBLEM FOR EC COUNTRIES. FRANCE HAD ALREADY 

FINANCED INTO PROSPECTIVE DEFICITS FOR THE REMAINDER 
OF THIS YEAR. THE UK SEEMED TO HAVE NO DIFFICULTY 
IN ATTRACTING FOREIGN FUNDS. EVEN ITALY WAS NOT 
LOSING FOREIGN EXCHANGE AT THE MOMENT AND ITS 
STABILITY PROGRAM, IF PROPERLY IMPLEMENTED, 
CONSTITUTED A STEP IN THE RIGHT DIRECTION. 

2. ITALY UNDOUBTEDLY WOULD EVENTUALLY NEED BALANCE 
OF PAYMENTS ASSISTANCE. BUT THIS COULD BE PROVIDED 
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OR BY A MULTILATERAL LOAN IN WHICH IN ADDITION TO 
THE FRG THE US, JAPAN AND THE BENELUX COUNTRIES 
MIGHT PARTICIPATE. POEHL WAS HIGHLY CRITICAL OF THE 
EC COMMISSION'S PROPOSAL FOR A JOINT EC LOAN ON THE 
EURO-MARKET. HE FELT, AS EVERYTHING THE COMMISSION 
DID IN THIS FIELD, IT WAS SIMPLY A PLAN TO SPEND 
GERMAN MONEY. HE SAID AID TO ITALY EITHER SHOULD 
BE BILATERAL OR TRULY MULTILATERAL INCLUDING THE 
MAJOR NON-EC COUNTRIES. 

3. IN RESPONSE TO MY QUESTIONS, POEHL CONCEDED THAT 
THE EURO-MARKETS WERE IN A PRECARIOUS STATE AND THAT 
A CRISIS OF CONFIDENCE COULD BE TRIGGERED BY SOME 
EVENTS. HE FELT, HOWEVER, THAT THE CENTRAL BANKS 
COULD AND WOULD HAVE TO DEAL WITH SUCH A CRISIS. 

4. POEHL ALSO CONCEDED THAT THE LONGER RUN PROBLEM 
OF RECYCLING DID NOT LOOK AS FAVORABLE AS THE SHORT 
RUN. BUT HE WAS MORE INTERESTED IN FIRST GETTING 
THROUGH THE NEXT FEW MONTHS. HE FELT MAJOR TRADE 
RESTRICTIONS COULD BE AVOIDED. GERMAN EXPORTS 
PROBABLY WOULD DECLINE OVER THE NEXT FEW MONTHS. 

BUT THIS. TOO, WAS A HEALTHY THING IF THE TRANSITION 
COULD BE MADE GRADUALLY. IT WOULD PROBABLY CALL FOR 
SOME ACTION IN THE FALL TO STIMULATE GERMAN INTERNAL 
DEMAND. 

HILLENBRAND 
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